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ResSnndent.

OP IN ION

fhls case lnvolves the petltlon of the Regents of the

Unlverslty of l.tlchlgan tJho aptrral from a declslon of the Revenue

Divlslon of the Dlstrlct of Colurnbia Flnance Off,lce whlch denles

thelr clalm for lnterest on the refund of taxea. The anauer

of th€ Dlstrlct of Coltnnbla oppoaes thc cIalm.

TIiE FACTS OF THE CIISE

llhe late Florence T. S;rauldlng, a resldent of the Dlatrlct

of Coluribla, by wlII dated November 13, 1958, bequeathed thc

-c5iqu€ of her estate ln trust to the Untverslty of Mlchlgan.

She dlrected, however, that the net lnc.onre from thls truet

would flrst be pald to her husband, Thdnag lr{. Spauldlng, durlng

hie llfetlma. After.hla death, the net lncome would be used

by the Regenta of the Unlverslty of l{ichlgan to provlde

scholarships at the Unlverslty of Mlchlgan for "etudenta of,

the Caucaslan Rac€". . -F*_

Ivlr;;. Sp..ruldlng dled whilc domicllcd ln tho Dlstrlct of

Columbla on JuIy lO, 1967. Purauant to 4? D. C. Code 1606,

<iecedentra husband flled a slx-rflonth Di,etrlct of Colunbla

l;r|-rltance tax r€turn whlch included th€ aas€ta bgqueathcd

unogr the trust. In ccnputlng the tax dua, l{r. Spaulclng .

llsted thc lntcrcst ln the appolntod aggetc vtrlch.trrrrod to
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t-hc Unlveralty of ltlchlg-n aB ttentlrely exempt,, from

lnherltanc€ t.xxea and ehowed no tax payable as to the

tharc.

C .

Unlvera l tyra:

a

i l

l

I

,,
UPon revlew of the slx-month return the Dletrlct disallowcd

the cLalrmd charltable exemptlon for thd amounts passlng to I

the Unlvcrstty and asseesed lnheritance ta:c agalnst Petltlon.rii

gha re1n theamoun to f$2 ,?46 .38 . f } r a tamoun twaepa1don

Aprll 18, 1968, by check marked r,under proteet',. 
,

On hls flnal D. C. lnberltance toc return, !.1r. Spauldlng .
agaln llated the tnterest of the Unlverslty. aB ,,entlrely

exempt'r, and the return ghowed no t&K payable as to thc Un1-

veraLtyrs ahare. fh€ Dlstrlct agaln dlsallowed thc clrlrncd

charltable enemption, and on ilanuary 9, 1969, aeEegaed lnhcrl-

tanco taxea upon the Unlvereltyre share ln the amount of

$I5{r95?.30. On January 13, 1969, the Unlverelty prld afrla

amount und6r proteet.

llhc Regent! of the Unlverslty of Mlchlgan thrn lllcd an

actlon tn the U. S. Dtetr lct court (Clvl l  No. 256-69) agrtnrt

Thomaa M. Slnuldlng and th6 Rlgga Natlonal 
?"ttk'ot 

Washlngton,

D. C.r EB executora under decedentre wlllp and agalnst lfhomaa l{.

Spauldlng, Edwlna T. Haggard and Sarah T. Brooker alt next of,

ktn and helra at law of decedsnto By judgment dated May 20,

1969, the Dietrlct Court ordered,

" .  o' . ' i  that- ' the.words tof the Caucaslan
racer aptrrearlng in Item vI. of the WIII of
Florance Tucker Spaulding, deceasod, ba and
the same hereby aie dcclared nuII and vold. '
and of no forco and effect, and that sald
worde ba and the samc here$ are struck from
thc WlII as of thc cl;rt ;c of said doccdcntrg,
dooth, pre Eg! ricr:l J>fo. . . ."

On Octobet 2fl,. I97O, Petltloner flled clalm.for rcfund,

Yltlt lntereate of aald lnherltance tarcea Ctrlch h..a$*bccn pald

to the Dlatrlct of Coluribla under protost on Aprll 181 1968,

and January 13, 1969.
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lly check dated November 27, 19?0, Respondent refunded to

Petlt loner the sald lnherltance taxes ln th€ amount of 911?r?03.68

plus lnterest at 4% thereon from October 28, t97O to Noverriber

27, .  t9?0 (amount lng to  $518.48) .

On Febluary 1r I9?1, Petlt loner f i led a clalm for lnterest

on the anount of lnherltance taxes refunded from Aprll I8, 1968

and January I3r. 1969 to October 28, l9?O (amountlng to 9f1r4t?|,?3).

PetltlonerrB clalm for interest was denied by Respondent

on February 251 I9?1.

Peglt ioner I  s CoFtent ions'
i.

Petltlonerls argwente may be summarized as f,ollowe:

l. Slnce the atnounts pald by the Unlverglty rurder prot€Bt

on April J.81 1968 and .Tanuary 13, 1969, were aseeased and

-pald as a deflclency or as an addltlonal tax, lnterest at

, 4% yearly must be pdld'"from the date the overpayment.rtag
!/

paid untl l  the date of r€fund." 47 D. C. Code 2a13(c) (Supp.

v ,  1972 ) .

2. Congreaa haa ergrressly deflned ,deflclency" for D. C.

tax purpoaes aa the amowrt by whlch uthe taj( lmposed . . . .

as detctmlned by th€ aasea8or exceeds the amount shordn ad

''the tax ry the taxlnyer upon hla return . . .", 
'47 

D. c.

Code 1551b, 1967 ed. Congress, therefore, clearly lntended 
I

lnt€reot to rutr durlng the whole perlod that a to(Payer hae .

gurrendrrred anorurta at the Dletrlctte lnelstence anA over the

V "Any other provlelon of law to the contrary notwlthstandlng,
lf lt is dotermlnod by the Cotrunis:rfoncr or by tb<: Supcrlor
Cour[ that thore has boon an ovorpa]mont of arny t:.rx,
nhother a6 a deflcleney or otherwlso, lnterost ahall be
allowed and pald on the overpa)tment at the rate of 4 pcr
centum p€r annum from th€ date the overpalrnent was pald
untj.I thc date of refund, but wlth respect to that parg
of any overps)rment whlch waa not asgeesed and pald ae
a deflcl€ncy or aa additlonal tax lntereet shall ba
allowed and pald only f,rom the date of flllng a clalm
for refrand or a pctltlon to thc Superlor Court st tha
caag may bc."
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taxpayerre proteat, where thoee amounts are refunt-ed as not

due. See also H.R. Rep. Lg?1, 82nd Congress, 2nd Seealonv
(M ,ay  22 ,  1952) .  .

3. t tr6 Dlstr lct, accordlng to welr-seaeoned constltu-

tlonal prlnciples and nunerous case authorltl€s, should

have declared the purported raciar restrict,ion in decedentrs

schorarshlp bequest as null and void. The rnternal Revenue

senrlce, ln determlnlng federal tax questlons, doee not rely

on Btate court declslons bu1, makes lts own lndependent

flndtng of the larr and facts. (Corronlssloner v. Eg!3lg_g€

Bosclrr, 387 U.s. 456 (+967), and the Dlstr lct l tkewlEe could
3/

do go.

4. Aa a matter of pollcy and frndamental falrnass,

lf a taxpayer lmmedl,ately alerts the Dlatrlct that the taxee

may later be refundedl ro that the Dlatrl.ct does n6t knowlngry

count on suctr taxes ae collected and available for expendlturc

lrithout poselbre nced for repaynbnt, the Etatute (e7-2413(c))

provldee that lntereat runa from the date ofiover;ra1ment.

3/ "A dlstlnctlon ls made, however, between overDawnenta
of tan
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fact that, an overpalm€nt ls clafin€d to have becn
(H.R. Rep. L977. at p. 4r emphasla added.)

charl table. -*  t  *  or educat lonal purpogeg *- l  1. . .

run
the
nado;x

i '

I

t 1 .

3/ I.R.S. 52055 provldes a charltable deductlon frqri tfrcl
federal egtate ta:c for ,.the anount of al,I bequeets r *
or transfere t * t to or for the use of any coqporat{on
organlzed and op€rated excluslvely for rellglous; I ,i:ii
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Reepondentr s Contentlons

fhe Dletrlct of Colturibta was not apprleed of the changc

ln the factual sltuatlon surroundlng Petltlonerfr clatm of

exemptlon (tha UnlteA States Dtetrlct Court,rs ellmlnatlon

of the raclal restrlctlon from the torms of Florencc Tucker

Spauldlngre, wtll) untll Petltloner flled lts clalm for rcfrrnd

on october 28, 1970.

Petltloncr hae been refunded the full amount of the

Dlstrlct of ColunDlf,lnlfefltanco"go:f ft had lnld plua tntcrcat

at 4 porcent tr:r the date the Dlstrlbt of Colunrbl a yaa

apprlsed of, thc reformailon of, Florence Tuckcr Slnuldlngre

wlll by the Unlted Statea.Dlstrlct Court f,or the'Dlctrlct of

Columbla. Thero could have been no rroverpalm€nt'r of thc

lnherltanca taxea by Petltioner prlor to thla reforrnatlon
.i.1?br\

of Florence Tucksr Slnuldlngre wlll. Potl'tlonor waa not

entltled to an exemptlon from theae tar(ea on Florence Tuckcr

Slnuldlngfa bequcat prlor to the Dlltrlct Courtrs reformltlon

of the rlll becaugc thc publlc pollcy of thc Dlgtrlct of

Colunbia precludcd the grantlng of an.cxamptlorr,to tte

reclplent of the bequeat contalnlng a racial regtrtctlon auch

aa thc one contalncd ln Florence Tucker Spauldlngta 1111.

:

I
the Regentg of thc Unlveralty of l{lchlgan,

exenptlon for a. truat contalnod ln tlrc

Slnuldlng whlch provlded for acholanhlpe
t*.nrg"r, 

for "studcnt! of thc Carrcaa!,an

I  ' l

2. Puiluult tF l7 D. c. cods I6OI(G) r 196? cd.e thc

Dlstrlct of Colrnbla ln 1tg adnlnlatratlvc capaclfV 6cn1cd
I

thr cromltion u raclally rcrtr!,ctlvc and tlrorcforc rgalnrC

- 5 -

- . . 1

I
,L

. .  
I

I

) l
I

. l

/
' .  t

l '
: i

, : l, .  ,  I

TINDINGS OF FACT

l. Pctltloner,

sought a charltablc

v111 of Florenco T.

at the Unlvcrrlty of,

r lcct t .
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,. lt! general Pollcy and assesaed an lnherltanc€ tax. - etltlonorr r
- l

i. patd the tax undcr protest on Aprll 18, 1968, and January , r
.T

{  13,  1969.

: 3. On May 20, 1969, the U. S. Dlgtr lct Court, havlng

been pres€ntad wlth a petltlon for constructlon of the

Spauldlng wllll ordered that the words ,,of the Caucaslan

' racerr be declared. null and vold, and that ,tl€y be etruck 
i

pro non .SElpgg. I

4. On Octobe t 28, 1970, Petitloner flled a clalm for I

refrnd, ylth lnt6r€Et, of the lnheritance tax tdtrlch had been

pald under protost on Aprll 181 1968, and ilanuary 13, 1969,

to thc Dletrlct of Colunbla, " -. I

5. ftrc Dlctrlct refunded the lnherltance ta,:xea 1n1d ln

th€ amount of 9157r?03.68, plus 1nt6re8t at 4?6 from Octobcr

28, l9?0 (thc date of the clalm for refund)'to Novembcr 2?,

l97O (the Oatc tha claln wae pald)e amountlng to 9518.48.

CONCLUSIONS OF LArf

, For the followlng r€aaona, the Court concludss that the

rmounts pald brtt the Petltloner on Aprl1 18, 1968, and January

13, i969, u!rc. asee'sf6dlb-s-a dgftclency or'aB 'an.addltlonal

tax but that rn "ovcrpalnrenti dld not reault untll t{ay 2Or

r 19692 rhen thc U. S.. Dlstrlct Court conetrued the wtllr
I

lnt€rest mugt bc pald from the date the overpat/nent raa nadc,

1f aagegeed aa a deflcl€ncy or aa an addltlonai can<, wrti.l,
!/ >.-, -

t?1€ date of rcfrurd. It 1r however evldent that even though

. "paymentr var madc on Aprll 18, 1968, and rfanuary 13, 1969,

lt dld not bcm u iorrcr;nlznenti untll ths raclally

y gGo footnott Z/ on gragc 3.
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fe8trtctlvc covenant vas atruck from

2Q,- 1969. The vlII pr€s€nted to th6

decedentra wll l  n May

Dlatrlct wlth the words
,l

Istudentc of the Caucaglan race* was a\rbstantlally dtffercnt

from ttp one presented wlthout them. Therefore, no ovcrprlmcnt

could become effectlve untll May 20, 1969, when the pro-

vlelona of the wlII npt the 47 D. C. Code l6O1(e), 1967 ed.

requlrements of a charltable exemptlon.

2. Petltlonetrrs contentlon that'the Dl8trlct should have

declared thp purpofted raclal restrlctlon ln decedentts

scholarahlp bcquast as null and vold le mlaplaced. P.ctltloner,

coneedes that tho reatrlctlon la lnvalld under the l4th

Ancn&rpnt of the' IIi'S:'t bnbtltutlon'.- In"llght p,f rhlc

provlelon. and the gencral pollcy_o,f thc Dtgtrlct'wlth rcalrct) .  -E/
to raclally roltrlctlve covenanta, the burden yas on tha

Potltloncr to prov6 that the claugc ln qucatton yas.not

raelally reetrlctlve. In falllng to do ao, the burden doce

not then ehlft to thc Dlatrlct to strik€ thc clausc rnd allou
'  . { ,€ l l \ - .

thc exemptlon.

Petltloner hae not clted any rule fhlch would glvc thc

Dlatrlct of Columbla Flnance Offlc€, R€venue Dlvlelon,

fnherltancc and Egtatc Tax Sectlon, power to anpnd deccdentre

vlll by atrlklng thla clause. the Court uould vlcrr any aucb 
.

att€mpt aa an lnfrlnganent of, decedcntta rlght to make h1a

ovn r11I and of tbc porcra of the courta to conrtru. vlllr.

y see also v .@
!h|g, 353 Uo8. 23O, I L.d.
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oRDERED that the p--ltlon of the Rcgcnt! of thc rtvcrrlty

of ltichlgan for a refr.rnd of lntereat on thc ovcrpa)dnnt o!

lnherltanc.e tajr(ea aeeegeed upon the €Btatc of th€ l.atc
{

Florence T. Spauldlng ba and lt 1e hcreby grantad ae of

May 2O1 1969' untll Octob€r 28' Lg7O. for tho rcraonl Btrted :

abovel and lt la f,urther :"

ORDERED thas Petltloner and Respondent subnlt cornputatlone

for eatry ot C+.':'-glon pursuanE to thls oplnlor. -'. .:ccordance.

wir.i ?.ula -5(a,) of thc Ru.l,ee ot thc lax Dlvls1;;: o: -:Ls

superlor Cours olthe Dlstrlct of CoLrrniDrsl by thc i,L:',:

cr ilrr.'rc1 L972.

By the Court,

19it-.  - to,

.. .r--.g. K. E:fLe.r, Eaq.
Rlch-;'d B. Ruge, Eaq.
It cc:'nelys for Pctitloncr
-..,.;ai & Hartson
yr5 Ccnnectrcu"- Avenue, N. lf.
l{aeh:lgton, D. C.. 20006

Flnancc Off icel D. C.

.:orporatlori Cour.EeI, D. C.

Phylllc R. Llbertl, Clcrk
l ' .  I  F  a - ' ' t t s ?  , h , : f .
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